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LB 1077

The Comm ittee on Appropriations me t at 1 :30 p.m. on
Wednesday, February 1, 2006 , in R oom 1003 of the State
Capitol, Lincoln, Nebraska, for the purpose of conducting a
public hearing on LB 1077. Senators present: Don Pederson,
Chairman; Lowen Kruse, Vice Chairman; Chris B eutler; Pat
Engel; Lavon He idemann; M a rian Price; and Nancy Thompson.
Senators absent: Jim Cudaback; and John Synowiecki.

SENATOR D. PEDERSON: I w ill now open th e h ea ring o n
L B 1099 . . .or LB 1077, I 'm sorr y, an d we' ll tie it in, in
connection with th e agen cy , since it 's all the same
testimony. Senator Schrock.

LB 1 0

SENATOR SCHROCK: ( Exhi b i t I ) I ' m a l i t t l e h e si t an t t o r ea d
all this, but I' ll start anyway.

SENATOR. D. PEDERSON: W ould you introduce yourself?

SENATOR SCHROCK: C e rtainly. For the record, my name is Ed
Schrock; I serve the Legislature's 38th D istri ct,
S-c-h-r-o-c-k. We have enabling legislation for the program
which is the sub j ect of the appr opriation which is now
before the Natural Resources Committee. It 's a new prog ram
which w e beli eve is neces sary in order to fac il itate
providing ancillary fu nding to th e n atu ral resou rce
districts needed to car r y ou t additional duties that are
acquired under LB 962. LB 962, probably the most i mportant
w ater leg islation of th is d eca de , pro bably t he most
important legislation of last decade was LB 108, was p a ssed
but insufficiently funded. It allowed us to show good faith
for complying with the Republican River lawsuit settlement,
but requires ad eq uate fundin g n ot on ly to avoid
nonccmpliance, but als o to con s erve o ur lim ited w a t er
resources all over the state. The one message I heard from
the task force is LB 962 doesn't work if we don't have some
money. And as you know, they recommended more t han o n ce,
even though I told them it p rob ably wasn't politically
p ossible, that we have a dedicated sales ta x. They feel
that, and of course there ' s a lot of farmers on the task
force, but even th e municipalities i n th e env i ronmental
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community agreed that there should be a dedicated source of
funding from th e sales tax revenue. I don't think that' s
politically doable, so we are here today. So briefly,
program designation was nee ded to cleanly...to deliberate
these fiscal needs through clear and ongoing in corporation
in the appropriations process. And that's why we' re here
today. My intent was to provide a mechanism for channeling
General Fund d ollars we believe necessary for our resource
districts to carry their LB 962 duties out. The scope of
the appropriation needed is generally dictated by the scope
of our water situation or problems. An interrelated water
management plan i s required only a fter a basin has been
declared fully or over appropriated. At this stage we have
nine basins, and of cou rse t hey consist mainly of the
Republican River Basin, the Platte River Basin, and we also
I believe have the Upper Niobrara and the White which is not
a big geographic area up there. But I think the main needs,
as you know the immediate needs are in the Republican, the
Platte is coming along. The initial studies we probably
will have both...could possibly be both the Loupe...and
possibly...not the Loups, the Blues; and the Loups and the
Niobrara Basin certainly could follow, too. So that's where
we' re a t . Second page, two examples of natural resource
districts oriented research stand out, both for illustrating
the expense, time and value of the needed research. The
Central Platte Natural Resource District spent 7 million
dollars to 8 million dollars over seven years developing a
research model on the Platte River. This is the Cohyst
Model. It's proved extremely useful to the N RDs an d the
department in ar riving at accurate, scientific conclusions
about the a vailability and the inter relatedness of
groundwater and surface water. So it's indicated that a lot
of o ur NRDs are going t o nee d mon ey to study the
interrelationship between groundwater and surface water. I
would assume that Ann Bleed ta lked t o yo u about those
hydrologic studies we' ll need. Obviously we had to set an
amount when w e brought this in front of you; 10 million
dollars, I don't know if that's doable, probably 5 million
dollars a yea r for th e nex t tw o years mi ght be a more
realistic number, but it would be nice to...if the st ate
comes in agreement with the Bostwick Irrigation District, it
would be nice t o include that amount also. You only know
better than I do how to fit all this t ogether. For the
record, I d id serve two years o n the Appr opriations
Committee. I don't absorb information the best, but I think
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I came out smarter than when I came in.

SENATOR D. PEDERSON: You must be smarter, you' re no longer
on the committee. ( Laughte r )

SENATOR SCHROCK: I wo uld also tell you t hat I proposed
shifting personal property tax on irrigation machinery, on
irrigation equipment to the NRDs. But that seemed to prove
kind of u nworkable; it affects the counties, it's maybe a
little difficult to split out. But I would still entertain
that idea and that wo uld be a direct source of money for
NRDs. I think you would have to limit it to NRDs that a re
just effective. But, Senator Beutler, I appreciate what you
say about the conservation fee and so on and so forth. As I
look at th e st ates a round us , no body compares with the
property tax burden that the farmers have in this state, and
you don't like to hear farmers whine, I don't like to whine.
But I could reduce my property tax bill by 30- to 50 percent
moving to any one of the neighboring states. We pay a lot
of property tax in this state, and we are the only state
that pays personal property. If you wo uld o nly help me
shift that personal property tax revenue ov er to water
issues, I'd be glad to do it; I don ' t th ink it 's v e ry
workable. That's why we ' re coming to your committee and
t hat ' s why we ' r e asking for s ome Ge neral Fund m oney.
Certainly if you could convince the Revenue Committee to do
away with the 27 million dollars that f armers pay in
personal property taxes then I would be very willing to look
at a fee. I just...I'm not ready to go there. I can't sell
it back home p o litically. I d o think the problem in the
Republican River Basin is real; I think t he num bers t hat
y ou' ve hear d 'n the past are way out of proportion to what
the reality is; I think that...

SENATOR D. PEDERSON: You' re talking there about the to tal
responsibility dollar-wise?

SENATOR SCHROCK: Yeah, yeah. I do think that Ann Bleed and
the Attorney General's Office, specifically Dave Cookson,
have done an excellent job in guiding the task fo rce a nd
getting us th ese numbers today. And so with that, I won' t
take anymore of your time. I hope I'm not...I hope it ' s
clear what we' re trying to do here. I don't like asking for
money for this issue, but I think if we can get our house in
order we' ll be very lucky. And as I said, there's not a
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state around us, or certainly west, or south, or north of us
that wouldn't die for all those resources. And I think it' s
just prudent that th e st ate help us out on some of these
issues considering what th e ir rigation does to our ag
economy. And you' ll note, Senator Kruse, I also have a bill
you' ll hear later on that provides 20 million dollars for
storm water situations in our cities.

S ENATOR KRUSE: Oo o h h .

SENATOR SCHROCK: You know we have responsibilities there,
too .

SENATOR KRUSE: Y es w e d o .

SENATOR SCHROCK: And I think we can do some trade off with
r ural and urban Nebraska. That probably won't happen, I
don't know. But one of the reasons I'm bringing that to you
is because I think it 's a real issue that people want to
sweep under the rug, and we need to get started on it. And
hey, if we can...I' ll take the 20 million dollars, I' ll take
10 mzllion dollars, but I think we need to start helping our
cities out b ecause this issue is real and it's going to be
on top of us before we know it, and then it may be too late.
So we have rural issues on water, we have urban i ssues on
water. I'm carrying a bill for municipalities on water that
may be a n other committee pr iority bi ll, I don ' t know.
Questions? By the way, Nike Clements is in the back of the
room, raise yo ur hand, and he's the manager of the Lower
Republican NRD and he's not real new on t h e job , but he
hasn't been there a long time, about like Ran Bishop and
John Turnbull, but he'd be glad to answer an y questions.
And not only have I been under fire on the Lower Republican,
he has t oo. So we ' re...we' ve both been under fire from
time-to-time. But things are getting better; people are
starting to understand and I do appreciate that. There was
a misunderstanding of the state's intent down t h ere f o r
quite some time, and that's probably my fault that I didn' t
disseminate that information out to my constituents better.

SENATOR D. PEDERSON: We ' re not trying to play the bla me
game i n . . .

SENATOR SCHROCK: N o, I k now .
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SENATOR D. PEDERSON:
t o r e s o l v e a . . .

SENATOR SCHROCK: And I appreciate that.

SENATOR D. PEDERSON: ...problem. This...I think it's been
incrementally realized that we have a problem. I thi nk it
started out with the confu sion that was probably
self-inflicted, to a large extent, about the corelationship
between surf ace and grou ndwater. I think tha t was
perpetuated over a period of time. I think it slowed up a
lot of the realization of what the problem is, but I think
we' re realistic that we have to res olve some of the se
problems. And appreciate your bringing something to us that
we can start with. Senator Engel, you had a question.

SENATOR KRUSE: Ed, do you know if these NRDs have any more
taxing authority that they haven't used yet or...

.this particular thing; we' re trying

SENATOR SCHROCK: I believe that the lower and the mid dle
Republican do. The upper is to its max. But they...we have
some NRD managers who could probably answer that better and
s o I talked to Senator Beutler about this. Maybe with t h e
new levy authority that I hope the Revenue Committee and the
body will grant them that we could request that they keep
some kind of reserve that will be available before matching
funds in the future should this problem not solve itself. I
think the $ 64,000 question, some of you are old enough to
remember t hat, is that we don't know what the wea ther is
going to do to us. We w e get some normal rain fall, and
they haven't had normal rain fall in the Republican for at
least four or five years, and '03 was cruel, really cruel.
If we get some normal or even above average precipitation,
we get some water in those reservoirs out there, granted the
irrigation wells have intercepted a lot of that water. But
if we get some water in those reservoirs out t h ere, we' re
probably in compliance, and we don't have to buy water, and
so we don't know how long the situation is going to persist.

SENATOR KRUSE: Ano ther thing, this is kind of a super
priority for those NRDs because we' re over recreation areas
and so f or t h .

SENATOR SCHROCK: I think it' s a sup e r pr iority for
everybody in this state.
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SENATOR ENGEL: Yea h , but I was )ust...

S ENATOR SCHROCK: Ye ah, I think so. An d . . .

SENATOR ENGEL: Yo u wa n t a h u g ? ( Laughte r )

SENATOR SCHROCK: We l l . . . ( i n a ud i b l e ) j u s t n o t i n a d a r k
c los e t . ( Laught e r )

SENATOR D. PEDERSON: T h e re's a movie I could recommend to
you. Other questions? Se nator Beutler.

SENATOR BEUTLER: Senator Schrock, I think you passed out to
u s t h i s LB 9 6 2 . . .

SENATOR SCHRQCK: Cor rect, um-hum.

SENATOR B E UTLER : . . .sheet. Earlier Ann Bleed, I think she
i ndicated that items one and two were b a sically th e ite m s
that she wa s re questing General Funds for in Program 18,
with the Department of Natural Resources. And then you r
money applies to what, to kind of the rest of the program?

SENATOR S CHROCK : Senator B eu t ler, I'm not sure I' ve got
that all sorted out as to how much she is act ing dir ectly
and how much would go to the...one of the things we want to
do is right now w e really d o n't have a good fun ding
mechanism for funding our NRDs. And if we go through the
Natural Resources Commission, and that's what I think we ' ll
do the bill I'm carrying (inaudible), that's where the money
would be funneled, through the Natural Resources Commission.
Does anybody w ant a review of who the Natural Resources
Commiss i o n i s? Do y ou k n o w? Do yo u kn o w w h at t h e Na t u r a l
Resource Commission is , s o you know how it's selected and
s erv e s .

SENATOR B EUTLER : The NRD assis tance, nu mber two, is
2 mi l l i o n do l l a r s , an d t h en I a s su me n u mb e r t h r e e i s
addi t i o n a l N R D a ss i s t an c e ?

SENATOR SCHROCK: Um-hum, um-1 um.

SENATOR BEUTLER: Okay . And that 's 4 m ill ion doll ars .
There are a whole number of items listed,. . .
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S ENATOR SCHROCK: R ig h t.

SENATOR B E UTLER: ...many of wh ich I und e rstood to be
covered by number two also. Is. . . and t h e n o v e r o n t h e b a ck
side, a lot of B , is th is an annual appropriation that
you' r e t a l k i n g ab o ut i n t h i s b i l l '? Or a r e y o u l o o k i n g a t
something yo u th in k w ou l d be an annu al appropriation of
1 0 mi l l i o n d o l l a r s ~

SENATOR SCHROCK: Th at's a good question. I don' t...I c.-n't
give you a definite answer. I think they could probably use
1 0 million dollars a year for a few years, until they star t
getting a handle on this. Bu t I can also tell you they can
probably get along with less.

SENATOR D. PEDERSON: S enator Schrock, don't we have kind of
a short-range problem and a long-range problem that we have
t o d e a l wi t h ?

SENATOR SCHROCK: Ye s , y es .

SENATOR D . PEDERSON: You have t o almost deal with those
separately, don't you, in order to get to a result?

SENATOR SCHROCK: It 's kind of hard to separate them out to
some extent. Bu t , yeah. . .

SENATOR D. PEDERSON: Bu t immediately we have to look at the
shor t — r ange, . . .

SENATOR SCHROCK: Yeah , right, right.

SENATOR D . PED E RSON:
c oncer n w t h . . .

SENATOR SCHROCK: Bu t I think it's short-sighted if we don' t
t ake . . .start working on the long-range issues.

SENATOR D. PEDERSON: No , I understand that. But I think we
h ave to focus on both issues, but it's hard to separate th e
two, I und e rstand th at. But t h e immediacy is right now,
early compliance.

SENATOR SCHROCK: Yeah . I d on ' t know what A nn w ou l d say

our concern with compliance, our
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about, Ann Bl e ed wou ld say about what our immediate needs
are and what our long-term needs are and what it all adds up
to be . I know th at sh e was here and she's still here
p robab l y .

ANN BLEED: I ' m h e r e .

SENATOR SCHROCK: I don't know if she'd care to co mment on
that or n o t .

SENATOR D. PEDERSON: Ann , do you want to comment on that?

ANN BLEED : Su re . I think what you have in the Governor' s
b udge t . . . thank y o u , Sen a t o r .

SENATOR D. PEDERSON: Ide n tify yourself again.

ANN BLEED: I'm Ann Bleed, acting Director of the Department
of Natural Resources. What you hav e in th e G ove rnor' s
proposed budget wil l add ress th e basics of our immediate
needs. There are certainly many other technical activities
that we co uld an d p robably should be doing. I could...I
h ave a l i s t h e r e  - stream b ed conductance studi e s ,
conservation effe ct inves t igations, groundwater-surface
water studies. One thing that we' re looking into bi g tim e
is trying to f'nd some mon e y to look at repai r and
vegetation removal; we' re trying t o wo r k on some gra nt
proposals to g e t som e mo ney t o investigate that; as you
know, plants use a lot of water in the r iver. A lot of
studies ar e fore stalled b ec ause we don't have good stream
gauging and we would need to put in more st.ream gauges, a nd
t hat ' s . ..the wish li s t go e s on and on . If I let m y
technical experts tell me what they w ant I 'd get a list
that's rea lly bag. So what you see in the 1.2 million
dollars that we as for is what we think we need t his ye ar
for the te chnical studies. And as far as the Republican,
the 2 malison dollars that is in the othe r part of th e
budget r equest wh e n comb ined with some funds we have held
over from last year, I think it would satisfy our i m mediate
n eed on the R epublican, but not the long-term. I thi nk
you' re absolutely right, Senator. We have two is sues, o ne
zs the im mediate need of next year, and then the long-term
issues that we still need to address.

SENATOR SCHROCK: If I m ight add, and if Ann can comment on
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thxs, x f we ' re suc cessful xn getting the extra three cent
l evy zn t h e Fo l l e y an d ( zn au d z b l e ) Ba s i n s , I t h an k x t wo u l d
b e appropriate to request t hat th e y co s t-share o n thes e
issues. Would you agree with that, Ann?

ANN BLEED : I th ank xn the long-term, yes, the problem xs
the short-term.

SENATOR SCHROCK: We ' re two years away from that . So I
guess xn you r bu dgeting i t would be better to have more
money up front for the first year than the second year, but
I don't have a handle on what that should be. W e ' re kind of
shooting at a moving target.

ANN BLEED: Y e ah . Wel l what I...what we have in our deficit
request, I thank, w>11 get us through the next year, but not
the long-term.

SENATOR D. PEDERSON: Nob ody can predict the weather.

SENATOR SCHROCK: And that's the.. .

SENATOR D. PEDERSON: .. .and that's part of the problem.

SENATOR SCHROCK: . . .that's part of the problem.

SENATOR D . PEDERSON: In a sense m ay b e it's also, in a
sense, good tha we be came aware early on of the natu re of
thxs problem, because it would gust be swept under if we had
a lot of r ains and we said we don't have a problem, do we.
I t ' s l a k e repairing the roof, it doesn't leak when it's not
r a i n i n g , c o r r e c t ?

SENATOR SCHRQCK: I f come June 1 Harlan County Reservoir and
NcConaughy are fu ll, w e d on 't have any short-term needs.
But I t h an k we s h ou l d . . .

SENATOR D. PEDERSON: I ' ve seen both of them, I think that' s
h ig h l y u n l i k e l y . ( Laught e r )

SENATOR SCHROCK: You snow xt would surprise you. I heard
t hem s ay xn '92 Harlan County would never fill again. They
spzlled more water .n ' 93 t h a n w o u ld p r ob ab l y .

. . the y c o u l d
have . . .
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ANN BLEED: Th a t s t r u e .

SENATOR S CHROCK : Th ey proba bly dumped two Harlan County
Reservoirs xnto the raver that year.

ANN BLEED: Ye ah .

SENATOR SCHROCK: Yo u just don't know. And N oth er Natu re
has not been kind the last few years. Snowpack in Colorado,
and the Up per North Platte Basin is pretty good right now,
but . . .

I t ' s about 120 percent, is n 't it ,SENATOR D. P E D ERSON:
a vera g e ?

SENATOR SCHROCK-. Bu t it 's Ap r il and Nay when it really
c ounts , an d we d on ' t kn ow wh e r e w e ' r e a t .

A NN BLEED: Y e ah, that's too early. On e of the things tha t
concerns me as a h yd rologist i s th at the decade of the
exghtxes and the nineties are some of the wet test d ecades
we' ve had not only in this century, but in the last number
of centuries. And to some extent that may have lulled us to
sleep a little bit. And w hat we' re seeing a s an extr eme
drought could be a litt le bit closer to normal than what
we' ve l e a r n e d t o expect from the eighties and the ni neties,
and that xs a concern to me.

SENATOR SCHROCK: A lthough I' ve never seen a year like '03 .

ANN BLEED: Ye ah , '02 was even worse I think, but...at least
zn most parts of the state. But yeah, those years were very
tough and th ey really created problems for both the Platte
and Repub l i ca n .

.
';NATOR SCHROCK: So in a sense we' ve got the perfect s torm

wnere we agreed to comply with the compact and then all of a
sudden we got hit with a couple of real tough years.

ANN BLEED: W ell we dxdn't agree . we agreed to comply with
t he c o mpac t xn 1 94 3 .

SENATOR SCHROCK: I und e rstand, but we rea greed or m ayb e
( xnaudzb l e ) .
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ANN BLEED : We didn 't have a choice of agreeing. (Laugh)
Supreme Court did that for us, Senator.

SENATOR SCHROCK: I understand.

SENATOR D . PEDERSON: W ell hi storically we entered into a
compact xn '43, and then when lawsuits came about we entered
xnto an agreement with Kansas to settle the d i fferences a t
that tame. And using 1943 as the road map to get there, we
then ran xnto a problem, however, when we settled that, that
we now h av e a d r o u gh t .

A NN BLEED: I wou ld really lak e to correct th e reco rd ,
because I he ar this all the time. The Supreme Court is the
one that saxd groundwater xs in the compact to the extent it
d epletes stream flow. Th e settlement, basically, looked at
h ow we do t h e acc o u n t i ng .

SENATOR D . PEDERSON: Th ank you for that clarification.
Nore q u e s t i o n s ? Ch r i s .

S ENATOR BEUTLER: Re m ind me of the way t he comp act wor k s .
If there's a drought then Kansas gets less water, right?

ANN BLEED: The way the compact works is that we calculate a
virgin water supply based on the actual supply of water that
year. So xf we have lots of water, we get a lot of water;
f there's a little, small amount of water, as in a drought,

then we have a smaller supply, an d we sp lit. that on a
percentage basxs among the three states. S o the allocations
go up and d own with the supply of the water in a drought.
The problem zs that in a d roug h t the allo cations are
smaller, but o f cou rse our needs are greater because you
need to use that much water to ir ri gate. And so th at ' s
w nere we r u n zn t o p r ob l e m s .

SENATOR SCHROCK: And I think two years from now it would be
very appropr ate for thz s com mittee, if th ey' re still
appropriating funds, to expect the local NRDs to cost-share,
but that's not really very practical now.

SENATOR D. PEDERSON: As of n ext year, on l y fou r of the
current m embers of the Appropriations Co mmittee wall be
h ere .
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SENATOR SCHROCK: I understand that. W ell we lose h alf of
our. Committee on Natural Resources, too .

S ENATOR D. PEDERSON: A l o t.

SENATOR HEIDEMANN: You talk about, somewhat what he was
talking about, local funds helping, you know, down the road.
And you keep talking about eventually, and I think we, maybe
at least I as someone on the committee, gets a litt l e bit
frustrated t ha t w e keep hear ing eve ntually. Wh en is
event u a l l y ?

SENATOR SCHROCK: W ell if the three cents...if the R ev enue
Committee w ill grant t h e oth e r three cents of additional
le,y authority, I think you' ll see that m on ey avai lable
two y e a r s f r om n o w. And I b e l i ev e t h at ' s ab ou t 1 . 2 mi l l i o n
d ol l a r s an n u a l l y i n t h e Rep u b l i c an Ri v er Ba s i n , d ep e nd i n g o n
what the valuation of land does between now and then.

SENATOR HEIDEMANN: W h a t wi l l we d o wi t h a l l th r e e c en t s ? I
mean I heard today that there are t wo of them not even
dumping their levy yet.

SENATOR S CHROCK: I t h ink they' ll request cost-share money.
I think they need it for hydrologic study. There would be
nothing preventing t hem fr om using some of that money for
cost-share for retiring acres; there ar e fed eral pr ograms
out there that take some money, and they could use it to buy
out some irrigated ac res if they wanted to, although it' s
not a big amount of money. They couldn't buy o ut a lot ,
they could buy out some.

SENATOR D. PEDERSON: Go ah ea d , L av o n .

SENATOR H E IDEMANN: T h e one more concern that I have, and I
was on that water quality task force this summer and the re
was talk about, I know xt's been dry, but maybe we was used
to 20 years of wetter weather like Ann had tal ked a b out.
What d o you th ink we are going to have to do if this isn' t
below but it's actually average weather?

SENATOR SCHROCK: I think they have, Ann, help me out h e re .
They have an other two years of allocation. And if we stay
dry, I think that allocation is going to be r a tcheted d o wn
more. As a matter of fact, I would even say if we have one
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more year of real bad dry weather, t hey mi ght ha ve to
ratchet that d own be fore the three years is up. I don' t
know if that's fair or not. Cer tainly irrigators in the
basin wouldn't like to hea r me say that. And I have to
think we' re getting there, and I'm an optimist. We' re going
to have at least 50,000 acres, due to the CR E P Pr ogram,
that's going to be taken out of production. And Ann can
help me here, but I think a lot of that is going to be
alluvial wate r that will be available. Certa i n l y
Congressman Osborne is now trying to get funding and Jer ry
Moran is trying to help him, the Congressman from Kansas, to
go into an extensive spring program and kill out the
invasive vegetation on the river, that takes a lot of water.
And I hear different numbers on that, they don't mean m uch
to me, but ob viously there are trees, and salt cedar and
whatever else is down there, that interrupts the flow of the
river. So we' re putting a lot of things in place that we
didn't have two or three years ago.

SENATOR HEIDENANN: Is there an estimate on acre feet we' d
be gaining if we kill the salt c edar and various other
t h i n g s ?

ANN BLEED: There are a lot of estimates. But part of the
problem with the riparian managed...vegetation management is
that you can get a lot of water the first year when you kill
the plants, but then something is going to come back. And
you either...there are two ways of handling it, you either
plant something where t he ol d vegetation was and that
vegetation is go ing to ta k e some wa ter, so the gain is
really the difference there, or you have to keep coming in
and removing vegetation, which can also be expensive; that' s
not to sa y it couldn't be done and there's discussions of
trying to do that and harvest the wood for pallets or w hat
have you, so you could have a funding source in the process.
In my v iew, I think what we need to do is get some pilot
programs going to see what works. You also have concerns if
you remove all of the vegetation with po tential erosion
problems and water quality problems. So it...simply to come
in and say we' re going to remove the vegetation, it sounds
good at first, but when you start getting into it, it's not
quite that simple.

SENATOR HEIDENANN: What do they spray that with, because
that's not nonproductive, is it?
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ANN BLEED: It ' s...I'm not sure exactly what they spray it
with, in fact what they are using in som e pa rts of the
western state, on salt cedar, is a beetle that eats it; and
another experiment they' re doing is using goats to graze the
(inaudible). So there are a lot of efforts going on in this
area. And I think that it would really be appropriate for
the state, and that's what we' re looking into getting some
grant money to do, to explore how we could remove some of
these water-loving plants. But it's not simply a matter of
going and cutting them all down this year and t hen you' re
done.

SENATOR SCHROCK: One thing the extra levy could be used for
is for a g ran t...could be used to apply for a grant or
cost-share on grants, and the Environmental Trust is go ing
to have some money, they might want to help. One thing that
farmers don't necessarily like t o hear, an d I know Tom
Osborne has suggested that there is a possibility that this
could become a better destination for hunters, both pheasant
and whitetail deer or mule deer. Of course right now all
that vegetation on the river is probably good deer habitat,
but there's plenty o f de er habitat out there. And these
acres that are taken out of production could help that part
of it, bu t I don 't know if that puts a lot of money into
farmers' pockets. Tha t's probably not what they w ant to
hear, but I think the reality is it' s...some farmers up in
South Dakota make a good living off of leasing land and...so
I think the pheasant population could jump and it could help
the economy a little bit. But most of u s in agr iculture
kind of down play that, it doesn't sit real well to try and
replace farming with recreation like that. But the reality
is it could make a lot of difference.

SENATOR KRVSE:
t r i b e , Se n a to r .

S ENATOR SCHROCK: Well I think there's maybe at le ast o n e
other person that would like to testify. Like I said, Nike
Clements would be available for questions, if you have them.

won't t ak e
s ay w h a t

Other questions? Looks like we' re a happy
( Laughte r )

SENATOR KRUSE: Further testimony on LB 1077'? We
it as pro and "on, you just identify yourself and
y ou' re a b o u t .
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JASPER FANNING: (Exhibit 2) I' m Jasper Fanning, that'8
F-a-n-n-i-n-g. I'm the Gen eral M anager o f t he Upp er
Republic Natural Resources District. I pr ovided you wi th
some handouts that show a little bit about what we' ve been
able to accomplish through regulation throughout the ba sin
for each the Upper Republican, Niddle Republican, and Lower
Republican, and also a letter that I' ll try and hi ghlight
some of th e ma in points of my testimony. I would like to
began by t h anking the mem bers of the Appropriations
Committee, par ticularly Sen ator Pederson and Se nator
Heidemann and even Senator Beutler for their interest in the
issue with water and funding of that. Both Senator Pederson
and Senator Heidemann attended the Water Policy Task Force,
too, and saw fi rsthand what w e were dealing with in the
basin. And I feel that their efforts in tr ying to lear n
some of the background information that we' re dealing with
zs going to be paramount and then understanding the problem
and some o f t h e better ways of funding the issues that we
face. I f elt it was best to defer my test imony until
Senator Schrock had pre sented his LB 1077 because I feel
that what has been presented, both through the Gov ernor' s
proposed budget t hat Ann testified, and Senator Schrock's
proposal, to answer Senator Beutler's previous question as
far as why a complete package hasn't been brought forward in
one package essentially as the task force was instructed to
do, and I observed the task force and worked with them a lot
in that, and essentially all of the bills be fore y our
committee and th e Legislature as a whole put that package
together. Essentially the task force recommended a total of
about 7.5 million dollars plus some unknown amount for some
other activities. And the first two items would b e
1.5 million dollars for the Department of Natural Resources
and 2 million dollars in assistance to the natural resource
districts. That was included in the Governor's budget bill.
The three cent additional levy for fully and over
appropriated areas was in the task force recommendation, and
that's in LB 971. Senator Schrock's LB 1077 actually covers
the 2 million dollars that th e Water P o licy Task Force
recommended for technical studies and iss ues re lated t o
implementing LB 962. Tho se 2 million dollars, plus in the
Republican River Compact the task force w as unc omfortable
with coming up with a dollar figure of what it was going to
take to comply with the se ttlement, mostly because that
depended a lot up on which alternatives ended up being the
efficient alternatives that the state and th e NRD s wo uld
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ultimately choose to us e to comply with the compact. The
h andouts that I pro vided...and so that's why I thin k
altogether the package...it didn't come in one neat package,
but the task force recommendation is completely before the
Legislature at this time. Senator Schrock pointed out that
the Central Platte Public Power...or Public...the Central
Platte NRD, pardon me, spent approximately 1 million dollars
a year for seven to eight years in putting together the
Cohyst Nodel. And essentially every basin, if they want to
determine where th eir st atus of groundwater is at with
respect to quantity management, where they' re at a nd how
many of those effects from current development are going to
be coming on-line over the years to assess in a basin that
h as not yet be e n full...designated as fully or ove r
appropriated, they still need to assess the sta tus that
they' re at, at the current time, to determine if regulations
might need to be put in place now to prevent that basin from
becoming over appropriated far in the future. For basins
that have a lready been d e signated as fully or over
appropriated, obviously we realize that there is already a
n eed for regulation in the case of the Republic Basin, we
have those regulations in place. In my particular district
we' ve had them in place since 1978. But the q uestion in
those areas now is not, do we need regulation, it's to what
e xtent do we need to re gulate to either b ring us int o
compliance long-term with the compact or other ground, you
know, or other issues with respect to quantity that we' re
facing, such as to balance our supply and our uses or, you
know, we...in those basins it's huw m uch d o we need to
regulate in th e basins that have yet to be declared fully
appropriated or maybe they never will be. The question is,
do they need r egulation? But both of those require a
significant amount of modeling, very precise modeling that
is very expensive to do. The modeling process takes several
years. And we have a groundwater model of our district
done, and it's probably not as detailed as what we would
like, but that's 25 years old at this point. What we have
found is that 'n our district we att acked the reg ulation
problem very e arly on, ri ght a fter the formation of the
n atural resource district. An d we exhaust our b udget o n
doing a comprehensive regulation program. And that was just
for our own ne eds to manage the quantity issues for our
natural resources district. That did not allow us to...you
know, that was n ot a sign ificant enough or large enough
piece of funding to al low us to do that comprehensive
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regulation program for the purposes of meeting a compact o.
some of t h ose o ther...that adds additional complexity and
requires additional funding to deal with those issues that
that didn't allow. For a long time our natural resources
district actually made money planting trees, subsidizing our
regulation program. And as the number of tr ees t hat has
been planted has in creased and we plant fewer and fewer
trees, the one cent that we got with the implementation of
LB 962 was very much needed in our district because we were
at that crossroads where our...we weren't making enough
money, planting trees, to continue t o subsidize ou r
regulation program. Regulation is very expensive. And I
think it's important to point out that the NRDs have stepped
up to th e pl ate and regulated. And t his funding is not
necessarily something that replaces regulation. I feel that
i t ' s something that w orks h and-in-hand with r egulation.
Again, as I poi nted o ut, it' s...you have to have a good
comprehensive analysis so that you know how much regulation
you need t o do and to ascertain whether o r no t that
regulation is accomplishing its goals or will accomplish the
goals that you' re attempting to achieve. So I think this
sort of funding and regulation go hand-in-hand as opposed to
necessarily being a trade-off. The Republican Basin is a
whole other issue with a lot of other complexities because
of the settlement that make some creative solutions that are
potentially attractive and, if they' re cost-efficient, may
be cheaper to achieve compliar.-e with the c ompact through
some creative solutions as op posed t o strictly through
regulation. But again that's a separate issue from the
overall funding that's presented before you here. One
little note, I was talking with S enator Schrock a while
back, after the ar ticle came out that said irrigation is
worth approximately 4.5 billion dollars to our state' s
economy annual l y . W hen you a pproach it from that
standpoint, a 10 per-ent return says we have a 45 b illion
dollars asset that we' re managing in the state. A smart
money man'ger would not blink at spending 45 million dollars
a year; they would find 45 million dollars a very fru gal
price to expend o n managing that r esource. We aren' t
talking about those kinds of dollars yet today. Potentially
in the future we may have to spend that kind o f money to
manage our water resources as best we can for the state. I
just want to provide th at as foo d for thought, not
necessarily a recommendation on a number that you should
come out of here with. But those are kind of some g eneral
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[hi »Uht . I h a , e . An d I ' l l c u t my c om m e nt s o f f t h e r e . I
know youi ti me is qu it e valuable. So th ank you for the
o ppo i t ; i ni t y t o t e s t i f y . I f yo u h av e an y q u e s t i o n s , I wou l d
attempt to answer those.

SENATOR CRUSE: Ch r i s .

SENATOR BEUTLER: Y o u re in the westernmost district.

JASPER FANNING: Th a t s co rrect.

SENATOR B E U TLER: . . .of the Republic Basin. And for years
now you' ve, and because you' re in the westernmost d i strict,
your rainfall is lightest, and in addition in some areas, as
I understand it , y o u had k i n d of a g roundwater mining
problem Is tha t fairly accurate?

JASPER FANNING: That is fairly accurate bec ause of th e
disparity in rai nfall be tween east to west, we pump more
water in. And becaus e of th at d is p arity irri gation
development was...it provided more economic benefit in our
area than it did further e a st, s o dev elopment oc curred
sooner and more rapi dly in ou r a rea than it did further
e ast .

SENATOR BEUTLER: Okay. An d if there was a drought, o r as
somebody. ..some group o f people simply mine too much water
and it wasn't coming back, you never asked the state for any
assistance for those reasons have you?

JASPER FANNING: W e have received some state aid, but fairly
insignificant a m ounts ov er the years . I d on ' t k n ow,
we' ve .

. . th a t ' s t h e . . . .that type of problem is a problem that
we' ve b e en dealing w ith on our own. That was the reason
that our management area was set up in 1977, and w e beg an
allocating water in 1978. That, to me, is an internal issue
that th e nat ural res ources d is trict need s to d eal with
itself. It's the compact compliance that makes it more of a
s t a t e i s s u e .

SENATOR BEUTLER: O k ay . A n d in 2001, the State Le g islature
indicated that wells drilled after that point in time could
be treated differently from wells drilled before that p o i nt
i r . t i me , r i gh t ?
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J ASPER FANNING : Co r r e c t .

SENATOR BEU TLER: And the whole discussion at that time was
about the possxbxlxty that that water simply m ight n ow be
there because we need to send xt to Kansas. D id your NRD
drxll any more wells after that? W ere there any more w e lls
d r> l i e d xn y ou r N R D a f t e r t h a t p o i n t i n t i me ?

JASPER FANNING: No, we had an official moratorium that was
p ut x n p l a c e xn 1 9 7 0 . . .o r ex c u s e me , 19 9 7 , and t h e r e we r e
essentially n o new w e lls, outside of a couple of vari ances
that were granted for good cause. So basically w e sto pped
drx l l x n g n e w w e l l s i n 19 9 7 . An d ar gu ab l y ou r s y s t e m t h a t we
had zn place th rou gh regu lations sever ely lim ited
development from essentially 1980 on.

SENATOR BEUTLER: Okay . And w hat is the at titude of the
people xn yo u r d xstrxct, do you think, with regard to all
those wells that are drilled after 2001 in the m id dle, and
especially xn the lower?

JASPER FA N N I NG :
q ues t ' o n a l o t .

SENATOR BEUTLER: I'm no t ask ing for y ou r opin ion, I 'm
ask>ng you for what you think the opinion from your district

I think w e hear th at . . .we he a r t h a t

la

'ASPEF FANNING: Ri ght, and I' ll answer that by what I hear
the office. T h at's a question that we hear a lo t, we ll

why dad they get to drxll wells in the Middle and the Lower
Rep bl;can after we could no longer drill wells? And yet we
d;dn't seem to get any credit for that when we were setting
our allocations for compact compliance reasons a year ago.
Tha 's a quest>on we often get, so I think ther e is some
q uest >o n a s t o wh y t h e y we r e a b l e t o c on t i n u e d e v e l op i n g
wells. Now that's probably not the i s sue th a t det ermines
whether or not we' re in or out of compliance right now. But
down the ro a d th a t wall...that's just that much more that
those distracts will have to deal with.

SENATOR BEUTLER: That xs part of the long-term p roblem, I
s uppose , t o t h e . . .

J ASPER FANN I N G : to the imm ediate pro blem, that' s
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c orre c t .

SENATOR B EUTLER : O kay . And you mentioned that spending
4 5 million d o llars to regu late a 4 .5 bill ion dollar s
industry was not too much?

JASPER FANNING: Th at 's sim ply looking at it from a
money-management standpoint.

SENATOR BEUTLER: Ri ght. A n d looking at th a t disc repancy,
d es a conservation fee even register on the scale?

JASPER FANNING: I t . . . I d o n ' t kn ow t ha t i t does no t , I wi l l
.ay our natu ral res ources d is trict is the one th at
ciiginally pi.oposed a fee on water us e, a p er acre fee ,
tecause o f ou r board has so much experience in regulating
gioundwatei and could see kind of the ro a d w e were goin g
dow.i, we'ie forward-looking e n ough to r e alize that there
could be a t im e when our d istrict would n eed to , for
compliance r e asons, or for our own management reasons raise
a significant number of dollars t o tackle som e of these
issues. And a $10 p e r ac r e fee in our district is
what . . .that was kind of the maximum that we' re taking about,
and that would raise 4.5 million dollars in our district.

SENATOR BEUTLER: You were talking about a $10 per acre fee?

JASPER FANN.NG: Th a t wa s d i sc u s s e d b y ou r b o a r d .

SENATOR BEUTLER: I w as ju st run out of the Natu ral
Resources Committee for suggesting $2 per acre. ( Laughte r )

JASPER FANNING: Well we' ve been run out of more places than
that, if it makes you feel any better. ( Laughte r )

SENATOR B EUTLER: I 'm a m iser, I should have been thinking
more. . . . Let me see. You' ve been very helpful. Thank you ,
appreciate you coming down.

JASPER FANNING: Th a n k y ou .

SENATOR i RUSE: As a matter of cu r iosity, you said you
have:.. ' t h ad mod e l i n g fo r q u i t e a wh i l e . We remember, in

ccmmittee, spending a zillion dollars for modeling in
the coi;it ca-e. 0 i dn't any of that come your way?
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JASPER FANNING: We h ave seen the results of that; that was
more for compact purposes and not as.. .that was not oriented
to attempting to m odel t he groundwater levels i n ou r
district in that ...as sp ecifically as what we would maybe
n eed for our internal management. Th ose a r e. . .ever y mod e l
has its own purp ose, a nd th at was not n e cessarily the
purpose of the compact model.

SENATOR KRUSE: W e paid enough for it, I thought it probably
covered all the states around us. ( Laught e r )

JASPER FANNING: Yeah , because of the amount you spent on
it, it's qu ite com p lex, a nd a com p lex model requires an
awful lot of work to get the answer out that you' re looking
for. And in som e respects it may be too complex for the
issues that. we' re looking at.

SENATOR KRUSE: (Laugh ) We l l , o l d - t i me r s o n t h e co mmi t t ee
would appreciate t hat because we asked one time to explain
all the details of why.. . how we s p en t t h e . ..all that money.
And then we decided we didn't really want to hear that much.
( Laught e r ) Thank y o u . Lav on .

SENATOR HEIDENANN: I d on 't know if you' ll be able to answer
this, but maybe Ed or Ann, how much would a three cents levy
on the fully and over appropriated districts raise? Do you
know?

SENATOR SCHROCK: Y o u w ant to answer that, Jasper?

JASPER FANNING: T hey may want to voice in there. I know in
the Republican Basin alone, which would inc lude t he th ree
R epublican NRD s and Tri-B asin, it woul d rai s e ab ou t
1 .7 million dollars. But that does not include the rest o f
the Platte. And maybe Senator Schrock has an answer.

SENATOR S C HROCK: I think the Platte, above Elm Creek, is
somewhere around 4.5 million dollars. And the reason it ' s
so much more than the Republican is because there is really
no major cities in the Republican; NcCook is the b igge st,
then you' ve got t o drop down to Superior, Imperial, Alma,
most towns are in that 1,200. B ut in the Platte you' ve got
Scottsbluff, Ge ri ng, you ' ve g ot Nort h Platte, you' ve got
Ogallala, you' ve got Lexington, Cozad and Gothenburg. And
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then I would also say, Jasper, tell me zf I'm wrong, I think
err>gated land xs probably valued higher on the Platte than
the Republican. And I'm not sure wh y, some of it lays
awfully nice a nd flat , that 's part of it. A nd then it' s
maybe been a little more affluent. And I can say that
because you ca n back that up by letting (inaudible) income
per household m ap in this state, and you ' ll se e the
Republican River xs much lower, about $10,000 per person per
h ouseho l d 'ower than the state average. And I thank if you
go up on the Platte you' ll see tha t num ber higher. So
t hey ' v e b e en u n d er e c on o m i c stress in the past few years, I
d on' t t h an k there's any qu estion about th at, p a rtially
because of th e dr ought, and part of it because it's not as
heavily c oncentrated irr igated agr iculture, it 's m ore
diverszfxed. A lthough it's pretty heavily concentrated out
zn Chase C o u n t y .

JASPER FANNING: It xs, Chase County is the m ost in t ensely
de,eloped county in our district. To give you an idea what
three cents would do for your district, it would raise about
113,000 dollars to 114 thousand doll ars, no excu se m e ,
one cent rai ses 113 , 000 dollars, s o w e ' r e l o ok i n g a t
3 40 t h o u s an d d o l l a r s .

SENATOR HEIDEMANN: So it will help, but i t 's not just a
whole lot of money esther in the bigger scope of things.

JASPER FANN'.NG: No , the three cents, to me, seems that it
would be more valua ble, allo wing u s to cov er the
admin i s t r a t i v e cost s that will .. .the increa sed
admxnxstrative costs that we' ll see in taking on these types
of programs and prov>de some funding for those. But it ' s
not going to be the majority of the funding for any of the
programs that we have to take on.

SENATOR HEIDEMANN: Wh en you talked about that $10, how much
money would that have raised?

JASPER F A NNING: That wo u l d b e . . . we hav e r ou gh l y
450,000 dollars irri gated ac res, so that 's 4 . 5 million
d ol l a r s .

SENATOR SCHROCK: I thank though you i n tended t hat for a
specxfxc reason, was that not to buy out irrigated acres?
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' ASPER FA N N I NG : Wh en .
. .at the time that was proposed the

intent there was to buy out irrigated acres, which is a very
expensive program to u ndertake, if you' re going to pay the
market v a l u e o f i r r i g a t i on .

SENATOR HEIDEMANN: And you just discussed this in.

JASPER FANNING: Our b oard actually t ook a leg i slative
resolution to the Nebraska Association of Resource Districts
l egislative c onference the past rwo year s. And it w a s
defeated soundly both times.

SENATOR HEIDEMANN: And do you get static in y our d is trict
because of that stand?

JASPER FANNING: We d o until they ask, what are you guys
thinking? And when you put it out there on the table a s a
choice between, would you like to continue to irrigate the
acres that. you still irrigate at t he leve l y ou irr igate
today, o r wou l d you b e w illing to take some sort of
a llocation cut? Wher e our allocation is at currently, a
professor from the university over here, forgive me, I can' t
think of his name , that d id the econom i c ...Ray
Zappal a ( ph o n e t i c ) , wh en h e d i d h i s e c on o mi c ana l y s i s , t h e
last acre inch of our allocation is worth about $15 of net
profit to the farmer. So if you .. .obviously you wo u ld
rather pay $1 0 to make $15 then to see another inch in
a llocation cut, if we could come up w i t h a prog ram t h at
would us to do that.

SENATOR H E IDEMANN: Then , as Se n ator Schrock said, and I
wasn' t ab l e t o sit in on the natural resource districts when
Senator Beutler was there, and I think that was k i lled, is
t ha t c o r r e c t ?

SENATOR SCH R OCK: That's right, it was ind e finitely
postponed, we don't like to use that other word.

SENATOR BEUTLER: They' re equally brutal terms. ( Laughte r )

SENATOR HEIDEMANN: Why?

SENATOR SCHROCK: Bec ause we feel like agriculture is paying
a pretty heavy burden on tax now, also because I th ink the
alternative and the recommendations of the task force was an
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addxtzonal three cents be allowed for h ese NRDs to levy,
and I don't thank we want to do both.

SENATOR H EIDEMANN: You look a t the amount of money that
they both could raise though, and one will raise it looks
lake considerably more than the other.

SENATOR SCHROCK: And we can also put farm ers out of
bus>ness by over taxing them.

SENATOR HEIDEMANN: I unde rstand that because I ' m in the
b usi n e s s a l so .

JASPER FA NNING: If I might. add to that, the reason that we
dad not support Senator Beutler's bill is whe n w e were
proposing that i t was to raise local dollars that we could
use zn local programs. And correct me if I'm wrong, but I
b el i e v e y o ur b i l l wa s . . .that was a way of raising money that
the state could th en appr opriate b ack out for the state
part of funding.

SENATOR BEUTLER: I would have handed it over to th e NRD s ,
xf you had ment>oned zt. ( Laughte r )

SENATOR SCHROCK: A nd, Senator Beutler, one of the problems
I had with that is that it was not a. . .

SENATOR BEUTLER: A c tually.. .excuse me , I ' m s or r y .

SENATOR SCHROCK: It w e nt to th e D ep ar tment of Natur al
Resources, and to some extent it's not entirely fair to tax
an arrogator up by Norfolk for problems that ar en't s i te
specxfx c t o h i s b as i n .

SENATOR B EUTLER : W ell w e can argue the general share of
regulatory costs that sh ould be pa id , but that prob lem
as>de, let me put a more sophisticated idea upon you. W h at
zf . . .

SENATOR SCHROCK: I c a n't handle t oo much soph istication.
( Laught e r )

SENATOR BEUTLER: Wh a t zf we had that conservation fee, what
xf zt were just on the Republican, what if that money went
znto a fund t hat could be used by the NRDs an d they cou ld
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use it to d o wha tever they wanted to do but, if we had to
pay Kansas, they would use it to pay Kansas? We need to
create some incentives down there for where the state is not
always the entity that comes in and bails out at the end of
every five year period. Why not create a fund where they
can pay Kansas or they can buy out land, or they co uld do
whatever they wan t, wha tever w i ll be cheapest, b ut if
there's not enough money in there to pay Kansas then in the
ensuing years t here will be a heavier tax to pay the state
back fo r p ay i ng Ka n s a s ?

SENATOR SCHROCK: First, the objective in the basin is not
to owe Kansas any money to get into compliance.

SENATOR BEUTLEE: G ood , the n we could have this fund and
they can do what they need to do not to pay Kansas.

SENATOR SCHROCK: And a fee was discussed by the task force,
if I'm not incorrect. But they felt like even if y ou' re a
businessman on Main Street, even if you' re a dryland farmer,
the tax ba se, w hat irrigati on does t o the v alu ation,
everybody benefits from that irrigated tax base, i ncluding
the schools, including the state.

SENATOR H EIDEMANX: State of Nebraska does too, I will say
that, because if you wouldn't have t hose irr igated ac res,
the state aid formula would absolutely. . .

SENATOR SCHROCK: . . . fo r s ch o o l s ; y eah .

SENATOR HEIDEMANN:
l o t m o re .

SENATOR SCHROCK: T her e ' s n o perfect s o l u ti o n h e re , S enator
B eut l e r . Bu t I ' m s t i l l g o i n g t o k i n d o f s i n g t h e t a sk
forces song. I c an't sing their song on...I'd like to, but
i t ' s not going to happen, I'd like to sing their song on a
dedicated sales tax. I don't think that's going to happen.
I do think we can do the th ree cent lev y , and it 's site
specific to the basins that are fully and over appropriated.

SENATOR KRUSE: Se n a t o r En g e l .

SENATOR ENGEL: F' or the life of me, I never could figure out
why irrigated lan d is taxe d more than dry land; land is

.notice the need and they would cost a
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.'and I think whatever is putting the wat e r on there is
wheie the tax shculd be rather than. . .

SENATOR S CHROCK : Yeah , i f you want to tax irrigated land
and dr y l an d , I ' l l p ay t h e i r r i g a t ed f e e , I ' l l p a y t h e
conse i . v a t i o n ee .

SENATOR ENGEL: Well then you might have to adjust that, but
l and i s l a nd . ( Laughter ) I mean i t ' s j u st ( i naudi b l e)
because of, you know, so that's what...I' ve always thought
t ha t wa y .

SENATOR S CHROCK: Y o u know one thing that most farmers will
tell you, they' ll tell you they' re being double taxed. The
minute they p ut the irrigation w ell down and the center
p vot, the valuation of land goes high. And then t hey get
to pay taxes on the machinery, the pivot, too. Most farmers
wil l t e l l y o u t h e y b e l i ev e t h e y ' r e b e i n g t a x e d , d ou b l e t a x ed
on t h at .

SENATOR. ENGEL: How do you feel~

SENATOR SCHROCK: I feel I'm being double taxed.

SENATOR ENGEL: Ok a y .

SENATOR S CHROCK: I a l ways look forward to the year when my
system is seven years old, then I can q uit p ay ing on it .
About that time the wind come-. along and blows one over and
y ou s t a r t ov e r ag a i n .

SENATOR ENGEL: Su r e .

SENATOR SCHROCK: Yeah, but even if you are insured, if it' s
less than seven years old you got to go back to taxing it.

SENATOR KRUSE: Sen ator Beutler.

JASPER FANNING: S e nator Beutler, if I may.

SENATOR BEUTLER: Go ah ea d .

JASPER FANNING: T he reason that
district's needs for our own gr
c"mpact funding, why maybe our

maybe o ur need s as . . .our
oundwater management and the
district wouldn't s upport
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your idea of taking that money and the local people bearing
all the b u rden as far as compliance with Kansas is because
the rest of th e state ben e fits thr ough t he tax es and
everything e l s e out of the th ings we produce with the
irrigation in the good years. So . . .

SFNATOR BEUTLER: Well we can m ake that argum ent b oth
ways. . .

'ASPER FANNING: R i ght, back and forth.

S ENATOR BEU T L E R :
r i g h t ~

JASPER FANNING: Y e ah, but that's why that wo uld n ot h ave
suppo: t by our district.

SENATOR BEUTLER: We l l you know one thing that still bothers
me and we tried to do something about this a number of years
ago too, there's really nothing short of the ultimate threat
of being b rought b e fore th e big board on so me sort of
reoccurring basis, I suppose, if people aren't co operating,
there's n o thing tha t forces the fou r NRDs t o c ooperate
par.icularly. R i ght?

JASPER FANNING: No , t hat w ou ld be th e biggest thr e at.
Ob.iou ly the Le gislature put t h e NRDs in business, they
could take them out of bus iness a nd w e ' re p r oponents of
local control, so...

SENATOR BE U TLER: Part of my pr oblem here, and I tried to
a ddress this manv years ago, is that the state ends up w it h
responsibility, but we don't control the NRDs. And when we
try to control the N R Ds, y ou say , loca l con trol, l o cal
control, l ocal con trol . But then when you h ave local
control, you sa y, state p a y, state pa y , state p ay .
S houldn ' ' accountability and fund in g kind of go

.with every ind ustry in the state,

h and- i n - h a n d ?

JASPER F A NN ING : You can make that argum ent . Our
regulations have not been cost-free that we' ve put in place,
as I pointed out earlier w hat a one acre inch is worth. And
we h av e . . .we p r o b ab l y , y ou kn ow, o u r one a c r e i n c h
a l l o c a t i o n r ed u c t i o n a r g u ab l y i s t h e eq u i v a l en t o f a
7 million d ol lars donation to the cause. So w e have made a
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s ig . , i f i c a n t l o c a l c o n t r i b u t i o n i n a l l t h e d i s t r i c t s b y
i mpos in g a l l o c a t i o n s . And we j u s t . . . l ' d su r e h a t e t o s e e
t ha t g o u n r e co g n i ze d .

SENATOR BEVTLER: I d on't want to sound harsh, in particular
with your d istrict, because I think you guys h ave done an
i nc r e d i b l e j o b ov er t h e ye a r s , I r e a l l y d o .

J ASPER FANNING: Th a n k y ou .

SENATOR K RU SE : Any f u rther questions? A ll right, we thank

you .

J ASPER FANNING: Th a n k y ou .

SENATOR KRUSE: A re there other witnesses on LB 1077?

SENATOR BEUTLER: I'd like to hear from Mike, if I could.

SENATOR KRUSE: A s p ecial appeal for Mike. ( Laught e r ) W e ' l l
t

need more than Mike on the record here.

MII E CLEMENTS: Okay my nam e is M ike C lem ents; that' s
C-;-e-™-e-n-t-s and I am the General Manager of the Lower
F e p i.''c. I i c a n N R L .

. .F.."A.;i KR';SF We lco m e

M:I E , : E MENTS: Th an k y o u .

SENAT .i. EE';TLER. Mi ke , i f we took Sen a tor Sch r ock ' s bill
a nd . - a i d , y o shall levy three or four cents for purposes of
the elution to this problem, would that bother you any?

M.'KE CLEMENTS: N o . I beli eve that our board, although they
haven't taken an offic ial position on it , wou ld be
uppcrtive of that.

SENATOR BEUTLER: O k ay. And with respect to the 2001 wells,
could you kind of explain the r ationale o f the boar d in
treating those people exactly the same as somebody who
invested their money a l ong ti m e ago and they h ad the
absolute r ight to expect that they would have water and a
return on their investment.
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M IKE CLEMENTS: Yes , Senat or. First of all , w e did
implement a moratorium xn 2002, so we' re talking about wells
that w ere drilled in '01 and then up to the point in ' 02 i n
w hich we implemented the moratorium for the purposes of t h e
settlement.

SENATOR BEUTLER: But the records show three years of well
d rx l l xn g .

MIKE CLEMENTS: Well there would be no new well drilling.

SENATOR BEUTLER: '01 , ' 02 and ' 0 3 .

MIKE CLEMENTS: Ah, that would be incorrect. Our moratorium
w ent in place December 9 of 2002, so we didn't have any n e w
i r r i ga t i on we l l d r i l l i ng a f t e r t ha t p o i n t i n t i me .

SENATOR BEUTLER: Did you have about 300 wells.

MIKE CLEMENTS: We probably...

SENATOR BEUTLER: . . . a f t e r J a nu a r y 1 , 2 0 0 1 ?

MIKE CLEMENTS: W e prob ably had that many wells that were
d r> l i e d xn t h a t t i me f r a me .

SENATOR BEUTLER: Okay. Maybe it's just a record...just a
q uest i o n o f . . .

MIKE CLEMENTS: T h at's correct.

SENATOR BEUTLER: . . .what boxes they put them in.

MIKE CLEMENTS: T here was replacement wells, you know, that
we stall allow for, but. . .

SENATOR BEUTLER: DWR had given me...the figures they ga ve
me d xd n ' t . . .indicated that n one of those were replacement
wel l s .

MIKE CLEMENTS: No, there wouldn' t...no new wells have been
dr>lied in our district, no new irrigation wells greater
than 50 gallons a minute after December 9, other than...

SENATOR ENGEL: Of wh a t year?
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MIKE CLEMENTS: Of 2002, the only exception would be that
portion of our district which was east of Guide Rock, which
was outside of the moratorium boundary when we initially set
that up. So there was...that would be an exception.

SENATOR BEUTLER: Okay. Do y ou think, if the Legislature
made a law that said that those wells that were dr illed
after January 1, 2001 , should rec eive no mor e than
50 percent of the allocation allocated to the next level of
allocation in your district, do you think your people would
have a problem with that?

MIKE CLEMENTS: Well actually, our bo ard, when we wer e
negotiating, working with th e st ate on our inte grated
management plan, did consider and actually had that a s an
option at on e of our hearings to where we would treat the
newer wells differently with a lower allocation.

SENATOR BEUTLER: What lower allocation was suggested?

MIKE CLEMENTS: At that particular point in time we wer e
going to give th em a two-inch lower a llocation than
the...than our present one that we have right now, which is
11 on the eastern half of our district, and 12 inches on the
west. So we were looking at nine and ten for those. As it
turned out, the problem is you' re looking at, in the overall
scope of things where we' ve got like a little over 3,7 00
wells, if you' re looking at 300 or 400 wells, many of which
are upland wells, they' re not quick re sponse or alluvial

have the most impact and a quicker effect, a lot of the
later wells that were drilled were upland wells. And as far
as really having a...we felt that, as far as really having a
great or significant immediate effect, that it was probably
very minuscule, if you will.

SENATOR BEUTLER: Okay so it wouldn't be a good part o f a
short-term program, but it could be part of the long-term
solu t i o n .

MIKE CLEMENTS: It certainly could, it certainly could. And
I thank that that is something, Senator, that ou r bo ard
would take a very, very hard look at going forward, simply
because we did consider it, we did consider it in the past.

wells that are close to the rivers and the streams and that
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SENATOR B EUTLER: Did your lawyers feel comfortable making
twc different kinds of allocations f or irr i gators w i thin
ycui district?

M;KE CLEMENTS: The split allocation, the 12 and the 11, we
weie .eiy comfortable. A ctually, when we were working w i th
Rcgei and Ann , one of the proposals that we had early on,
because our district is very long, so from Cambridge on the
west end, t o Superior on the east, you' ve got about a five
t c s i x i n c h d i f f e r en c e i n a nn u a l p r e c i p i t a t i o n . An d we h ad
a ctu a l l y ev e n oyed around wi t h h av ing a diff erent
allocation by county, because you can just kind of see, when
ycu gc from the west to the east, h ow mu ch more rain fall
there is . As you w ell know, Senator, drawing lines is not
easy So w e felt that maybe putting one line tow ards the
center of the district, as opposed to having four or five by
county, would make it a little bit easier administratively.

SENATOR BEVTLER : Ok a y .

SENATOR KRUSE: O t her questions for Nike?

SENATOR ENGEL: I jus t have a comment. I talked to a well
d igger , a n d he en j oy e d t ho s e y ear s . ( Laughte r )

NIKE CLEMENTS: I know. I w ould certainly encourage any o f
these districts that are on the bubble as far as being fully
appropriated that th ey , if they are thinking of putting a
~cia crium in place, do it and don't talk about it f or six

;;ths because h indsight is alw ays 20-20, and that was a
;,.;stake that we made and we' re paying for it, I m ean we ' re
payin g f o r i t r i gh t now . We ' v e g ot t h e l owe s t a l l oc at i on .
Of c c i i i s e w e h a v e m o re i-a i n f a l l t h a n J a sp e r ' s g o t , t o o ,

SENATOF E EUTLER : If you ha v e to drop below the level of
acie .'eet that allows corn to be grown in your area, whic h

mu h at this point, right?

M.'KE CLEMENTS: T h at's correct.

SENA OF' BEUTLER: Y ou have to drop another two inches,
aren't those people going to be terribly resentful o f the
3 00 we l l s t h a t wen t i n an d a r e sh a r i n g ?
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MIKE CLEMENTS: Absolutely. There' s...I guess it depends on
which side o f t he fence t hat you' re on. But ther e

on...went in. There's no question about that, there is no
quest>on. As I said before, I think that our board and in
talking with Ann and Roger in our negotiations felt that the
impact of those newer wells primarily being upland wells was
probably not a major pi ece o f the puzzle that we were
f ac i n g .

S ENATOR BEUTLER: Okay. Tha nk you, you' ve come into a
very...the most difficult of situations, and I hope you can
get your balance and give us some leadership.

MIKE CLEMENTS: Well I appreciate it, Senator. And I guess
I would like to just close and state that it' s...this has
been hard for our board and it's been uncharted territory.
I...we, I g u ess, admire the...what the Upper has done for
years. It wasn't easy for those folks. In our district, if
you look on my handout on the back page, I think you' ll see
that we' re in a lit tle d ifferent situation in the lower
Republican insomuch as if you go back to 1981, which was our
base year, even through the drought years, through 2005, our
groundwater levels have declined on average less than a foot
a cross our district. So it's difficult to tell a young
farmer that back in 1998, or whenever he started, that he
c ouldn't go out and drill a well when there was plenty o f
water down there. Now as we look back, you know, maybe we
should have. But if somebody would have tried that, they
probably would have been run out of town on a rail. (Laugh)

SENATOR KRUSE: In the midst of all these hard questions and
the tensions of water, it is good to observe that we are
more blessed with our state's envy of the nation in terms of
this resource. And it's also good to observe that we are so
grateful for what you all are doing, we have h igh r e spect

was...there was resentment about the new we lls that w e nt

f or i t .

MIKE CLEMENTS: I appreciate that. And..

SENATOR KRUSE: It 's par t of the rea son that we raise
q uest i o n s .

MIKE CLEMENTS: I think that the...all the districts, this
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last year, di d a very , very go o d yea r in managing our
groundwater. And I th ink if you look at our numbers, we
came in at 7.74 inches on average for our district. . .

SENATOR KRUSE: T hat was impressive.

MIKE CLEMENTS: . . . whic h wa s a b ou t 3 0 . . .a little o v er
30 percent below. So gu ys are trying; they realize.. . they
know, they' re very, very w orried about their f uture. And
t hey ' r e t r y i ng . . .they' re really trying to conserve water.

SENATOR KRUSE: Well we would hope you'd communicate to them
from u that we a re grateful that they came in that low.
Appreciate it.

MIKE CLEMENTS: W ell thank you.

SENATOR KRUSE: I t really helps. A re there other.. i s t h e r e
m ore testimony on LB 1077? L ast call. Sen ator Schrock, I
t h in k y o u c a n c l o s e .

SENATOR SCHROCK: I don 't like long closings, but. . .

SENATOR KRUSE: We l l we could vote on that. ( Laughte r )

SENATOR S C HROCK: . . .in defense of some of my constituents
d own there, I think Mike hit the nail o n th e hea d, the ir
water table is n ot decl ining or doesn't ap pear to be
declining in the Lower Republican, and therefore they didn' t
see the damage. And they were misled about what the compact
meant a nd wh a t . . .groundwater b e ing inc luded, so ...and I
think t hey took the approach that let's do the least amount
of economic damage possible, and I think that s h ould be a
goal in the whole basin. The task force feels like, yeah,
w e have some localized problems in the R epublican an d the
Platte, but it 's a statewide issue. Omaha and Lincoln are
downstream on the Platte River, and if we don't get a handle
on this upstream, your well fields, in the future, could be
threatened, things l ike en dangered species act come into
question. So to some extent it is a statewide problem. I
think we need to g i v e them the resources so that they can
cost-share on these issues. If we are blessed with a good
rainfall, th e need for m oney, I would be willing, Senator
Beutler, to say that each NRD should have a cer tain amo unt
of money available in cash reserve for emergency situations
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which would be maybe buying out an irrigation. . .buy i n g some
xrrxgatzon water o u t of a reservoir, if we need to send it
down to Kansas. I 'd be willing to look at th is comm ittee
with that. I th an k it wou ld b e a l l right for them to
develop a reserve with this three cent levy for issues th at
come up on us unexpectedly. So I think we can refine and
define the three cent levy as we go along this year. And I
hear what you ' re saying, you know. Bu t w e don't need to
a rgue anymore .

SENATOR KRUSE: Well , Senator, I.. .

SENATOR SCHROCK: I'd rather hug than argue.

SENATOR KRUSE: Al l r i g h t , I ' l l g i v e yo u a l on g d i st a n c e h u g
here. You need to know that some of us, es pecially li ving
zn Omaha, h ave stood behind what...your statement just now
xn any way we can. When the local water authorities came to
m e and saxd, Senator, you aren't going to let them cut d ow n
what we' re doing out here in this new well field, I said to
them, are you ready to vote for shutting down a n irrigator
in Lexington so you can have enough well water in your well?
And they g ot ver y quiet. So , you know, we are trying to
send that message that this is a statewide thi ng. They
can't act like they' re...well, that was the whole point of
t he b a g b a l l , . . .

SENATOR SCHROCK: A n d if you' re going to...

SENATOR KRUSE: ...that we' re in this together.

SENATOR SCHROCK: . ..if you' re g oing to bu il d the Brow n
Reservoir, then w e' re going t o ne e d so me water to come
d ownst r e am, t oo . ( Laughte r )

SENATOR KRUSE: We l l that's a quest>on that some people will
talk about next week.

SENATOR SCHROCK: T h ank you for your time.

SENA OR KRUSE: Thank you. Thank you all for coming. Th is
completes our ag enda. Am I missing anything from the
agenda? I don't thank so. We are adjourned.


